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TAGS: BBAK, FR, US 

SUBJECT: SEC AUDITS OF AMERICAN AFFILIATE COMPANIES 
ABROAD 

1 . WE HAVE BEGUN TO RECEIVE REPORTS THAT BUSINESS 
CIRCLES IN PARIS ARE TALKING ABOUT WHAT THEY DESCRIBE 
AS A "PREPOSTEROUS SITUATION" BEING CREATED IN 
AMERICAN AFFILIATE COMPANIES IN FRANCE AS A RESULT 

OF THE INVESTIGATION ORDERED BY THE SECURITY EXCHANGE 
COMMISSION OF POSSIBLE ILLEGAL PAYMENTS AND 
PRACTICES BY THESE COMPANIES. 

2. WE KNOW OF ONE CASE WHERE A FRENCH PRIVATE AUDIT 
COMPANY HAS BEEN HIRED TO INVESTIGATE AN AMERICAN 
AFFILIATE. THE MOTHER COMPANY IN THE US HAS GIVEN 
STRICT ORDERS TO THE AFFILIATE TO COOPERATE WITH THE 
INVESTIGATION. THIS INVESTIGATION TAKES THE FORM NOT 
LIMITED OFFICIAL USE 
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ONLY OF A REQUIREMENT TO FILL LENGTHY QUESTIONNAIRES 
BUT ALSO OF AN ACTUAL AUDIT OF BOOKS TO DISCOVER 
WHETHER EXPENDITURES HAVE BEEN MADE WHICH ARE NOT 
SUPPORTED BY BUSINESS TRANSACTIONS. EVEN SUBSCRIPTIONS 
TO MAGAZINES ARE BEING QUESTIONED. 

3. THE MORE RESPONSIBLE BUSINESSMEN RECOGNIZE THE 
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GOOD INTENTIONS AND PURPOSE BEHIND THESE AUDITS AS 
DIRECTED BY SEC, BUT FEEL THAT THESE AUDITS AS 
CONDUCTED IN FRANCE, AND UNDOUBTEDLY IN OTHER COUNTRIES 
AS WELL, ARE ILL-CONCEIVED, GOING TOO FAR AND COULD 
EXPOSE THE US TO SOME RIDICULE IF THEY SHOULD GAIN 
PRESS ATTENTION. 

4. TO FIELD INQUIRIES FROM BOTH AMERICAN BUSINESS 
AND THE PRESS, IT WOULD BE HELPFUL FOR US TO KNOW 
MORE ABOUT THE MANDATE AND GUIDELINES LAID DOWN 
BY THE SEC FOR THESE EXTRATERRITORIAL AUDITS AND TO 
HAVE A LISTING OF CONTRACTS LET BY SEC FOR 
INVESTIGATIONS IN FRANCE. 
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